This paper looks at the evolution of the world wine industry in the period 1961-2005. A particular stylized fact is the appearance of non-traditional producing and exporting countries of wine from the beginning of the nineties. We show that the success of these new producing and exporting countries can be explained by the importance of the demand from nonproducing countries with little or no tradition of wine consumption, relative to the world demand. This stylized fact is consistent with a testable implication of the switching cost literature and to the best of our knowledge this is the first time that this implication is tested.
Introduction
Traditionally, wine producing countries consumed their own wine and hence wine exports, which mainly occurred between neighboring countries, were of only 10% of the liters of wine sold in the global market in the period [1961] [1962] [1963] [1964] [1965] . However, the proportion of wine traded internationally has grown substantially in recent decades, reaching 30% of the global wine sales for the period [2001] [2002] [2003] [2004] [2005] . International trade in wine has increased by almost 200% from 1961 to 2005 and, even though there was a slight drop in per capita wine consumption overall, the wine has become a product highly traded internationally. This significant increase in wine exports began in the traditional European wine producers in the seventies, followed by new producing and exporting countries; i.e. the U.S. and Australia since the eighties and Chile, Argentina and South Africa since the nineties (Villanueva, 2011) . Until the late '80s the export of wine has been an almost exclusive European business (95% of the total wine exports in 1980 were European), but since then, the proportion of wine exported from Europe began to decline, dropping to less than 70% in 2005. This market share was taken away by those new producing and exporting countries.
The wine industry in the traditional European wine producers was generally characterized by a production-consumption system based upon a fairly stable business sector in which cooperatives (the majority) coexisted with companies (mostly familiar and small and medium-sized). "Table wine" had a large participation in the wine production, while the quality wines, based on the "Denomination of Origin" system, represented a more limited share. However, at the beginning of the 21st century the scenario is substantially different.
While the production of table wine goes through a long and deep crisis, the wines produced under the denominations of origin method gain considerably importance.
A historical anecdote that perhaps shows the start of this deep and clear process of change in the global wine industry is the legendary professional tasting held in Paris in May 1976, known as the "Judgment of Paris". In the tasting a couple of unknown Californian wines beat some of the most famous French ones. At that time, the possibility of an export boom being led by what later became known as the new wine producing and exporting countries was unthinkable. However, the evolution of wine exports since then seems to prove otherwise. As 3 an example we can mention that Australian wine exports in 1961 were almost zero and at the end of 2005 they reached 10% of the global wine exports; Chilean wine exports in 1961 were nil, but in 2005 Chile exported nearly 5% of the global wine exports.
Simultaneously with the emergence of these new producing and exporting countries, there was the appearance of a significant increase in demand of wine from new buyers; i.e., from non-producing countries with little or no tradition of wine consumption. The consumption profile in these new consumer countries was qualitatively different from the one in the traditional consumer countries. The preferences of these new consumers were likely to be less subject to tradition and / or reputation of certain areas and established brands and therefore more likely to try new wines.
In the previous paragraphs we made the point that the world wine industry is characterized by the existence of three different groups of countries, i.e. traditional (or established) producers, new producers and new buyers. Moreover, we made it clear that one stylized fact is that the appearance of these new buyers occurs at a stage where the traditional producers were already well established. A second stylized fact is the simultaneous emergence and success of the new wine producers who rapidly gained market share from the traditional ones.
The paper shows that these two stylized facts are consistent with a testable implication posited in the switching cost literature, a sub-field of Industrial Economics. This approach analyzes oligopolistic competition in the presence of consumers" switching cost, where incumbent firms face the threat of entrance of new competitors. In our context this implication can be read as follows: the success of the new producing and exporting countries can be explained by the importance of the demand from non-producing countries with little or no tradition of wine consumption, relative to the world demand.
By combining a historical perspective and an econometric approach, this paper is an important contribution in the direction of getting a better understanding of the evolution of the world wine exports. Moreover, it not only explains an important world wine industry stylized fact but, to the best of our knowledge, this is the first time that the aforementioned switching costs" implication has been tested. 4 The structure of the paper is as follows. Section 2 explores the related literature and presents the hypothesis. Section 3 introduces the data and proposes the empirical model. Section 4 shows the results. Section 5 concludes.
Literature Review and Hypothesis
Our paper is connected to two separate branches of literature. The first one looks at firms" exports propensity and the second one is related to how the existence of "switching costs" may favor the entrance of new competitors in an industry. The former has mainly concentrated on the determinants of exports propensity at firm level, where the firms may belong to the same industry or different industries and are located in one country or a small group of countries. Some of the typical determinants that this literature looks at are the plant and firm size, technology, whether or not the firm has foreign owners, market structure, R&D and human capital. In the econometric specification this literature uses the firm´s export propensity as the dependent variable, which is defined as the firm"s exports divided by its total sales. This literature has mainly focused on industrialized countries and among the most recent papers are Wagner (1995) , Wakelin (1998) , Lefebvre et al. (1998) , Nassimbeni (2001) , Sterlacchini (2001) , Van Dijk (2002) , Ropern et al. (2006) , Greenaway and Kneller (2007) and Kneller at al. (2008) to only mention a few.
Our paper differentiates from this literature in that it concentrates on a particular industry (instead of an aggregate of them), but where the units under consideration are countries instead of firms, making our study more aggregate in this way. The disadvantage of using this more aggregate data is counterbalanced by the fact that we look at the evolution of one particular industry in the whole world and throughout a very long period of time.
The second branch of literature is a sub-field of Industrial Economics that analyzes oligopolistic competition in the presence of consumers" switching cost, where competition for established buyers is continually intermingled with competition for new ones. Of a particular interest to our paper is the "open" oligopoly case, where incumbent firms face the threat of entrance of new competitors. 5 This literature predicts that when the new-buyers" demand grows slowly relatively to the one coming from the old (locked-in) ones, the entrance of new firms into a market with switching costs may be very hard (Schmalensee 1982 , Farrell 1986 , Klemperer 1987 .
However, when the relative importance of the demand coming from new buyers is high (a situation usually associated with a rapid market growth), the entry of new firms may be possible. On the one hand, this may be the case if the new entrants" lower cost of production gives them a competitive advantage which, though not enough to steal the locked-in buyers from the incumbent, becomes significant at the time of stealing the new buyers. On the other hand, and even in the absence of this competitive advantage, incumbent firms may find it difficult to charge high prices to exploit their old customers and at the same time charge low prices to compete with new entrant firms for the new customers, i.e., price discrimination is difficult (Klemperer 1987 , Farrell and Shapiro 1988 , Beggs and Klemperer 1989 , Gabszewicz et al.1992 , Wang and Wen 1998 , Farrell and Klemperer 2007 . That is, if the willingness to exploit the old buyers were strong enough the incumbent firms would set a relatively high price and by doing so would lose many of the new buyers to the new entrants or less established firms. In other words, the appearance of the new (not locked-in) buyers makes the entrance of new firms into the market easier as well as helps firms with small market shares to increase them.
In the words of Farrell and Klemperer (2007) : "… if firms cannot discriminate between old and new consumers, then the "fat cat" effect may make small scale entry very easy: incumbent firms" desire to extract profits from their old customers creates a price umbrella under which entrants can profitably win new unattached (or low switching cost) customers.
And even after entry has occurred, the erstwhile incumbent(s) will continue to charge higher prices than the entrant, and lose market share to the entrant, so long as they remain "fatter" firms with more old consumers to exploit."
Even though the unit of analysis is different, the world wine export market has some of the features that are typical in the switching cost model just described -i.e., it also has traditional (or established) producers, new producers and new buyers. In the wine literature it is common to divide the world into the Old Wine World (OW) and the New Wine World (NW 
Chart 1 (a)
1 These designations of Old and New Worlds are very common in the wine literature; they can be found in countless newspaper articles, publications and academic studies of different fields: agronomy, oenology business, economics and law. Some studies that use them are Anderson (2001) , Anderson et al. (2003) , Campbell and Guibert (2006) , Green et al. (2003) , Cholette et al. (2005) , Duncan and Greenaway (2008) and Simpson (2009) . A detailed analysis of the evolution of these concepts can be found in Villanueva (2011) . It is clear that the aforementioned switching cost models were developed to explain markets where the actors were firms and in our wine industry analysis the data only allow us to identify countries as the unit of production and export. That is, these models were designed for a case where the switching costs are firm"s specific and where these firms individually take advantage of them by setting higher prices than their competitors. On the contrary, in the case of countries the appearance of switching costs and setting of prices is a much more subtle thing. History, national pride, as well as many regulations and/or coordinated actions from the OW producers (at local, regional and national levels) and their governments have resulted in the emergence of switching costs. For instance, the Denominations of Origin significantly increased the market segmentation and the belief that products from some specific regions were of substantially higher value, which resulted in higher prices. 1961-65 1966-70 1971-75 1976-80 1981-85 1986-90 1991-95 1996-00 2001-05 RW Imports Share
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Coordinated advertisement and the history of more than one thousand years have increased the value of their wines in people"s imaginary, relatively to wines from countries that are not traditional producers, resulting in a higher product loyalty 2 . For instance, even though for many years the quality of many sparkling wines produced around the world got substantially closer to that of the Champagne, the latter was and still is sold for a much higher price than the former ones. Moreover, when talking to a French (Italian, Spanish, Portuguese, etc.) person, one could easily realize that he would consider many of his country"s wines as
superior to similar quality wines produced somewhere else. However, people from many other nationalities, for instance British, whom for a long time have been exposed to wines imported from different parts of the world, would be less biased.
From the previous paragraph argument it is reasonable to think that an increase in demand coming from the OW has relatively more of the locked-in type of buyers than an increase in demand coming from the RW. The same argument would also apply to an increase in demand coming from the NW, which could be more locked-in to the NW producers. However, it is highly expected that this lock-in effect is smaller in the NW than in the OW; the markets of the former were much smaller and in some cases insignificant.
The previous discussion leads to the following claim. If the increase in the world wine demand comes from the increase in the demand of costumers in the OW (NW), this would result in a higher demand of wines produced in the OW (NW) relatively to those produced in the NW (OW). On the contrary, this bias will not be seen if the increase in demand originates in the RW. Thus, if the switching cost is strong enough we would expect the demand from the RW to benefit relatively more the producers of the NW than the ones in the OW.
One important contribution of our paper is to the empirical literature on switching costs. This literature is much smaller and more recent than the theoretical one. First, few scholars have attempted to directly measure the switching cost. For instance, after controlling for other factors that may have influenced the vendor-buyer match, Greenstein (1993) suggests that switching costs were an important source of incumbent advantage in the US federal 2 In a different context this has been posit by Howard and Sheth (1969) . Their research shows that households may routinize their brand purchases by buying the same brand repeatedly over time, something that they called state dependence or inertia.
9 procurement of commercial mainframe computer systems during the seventies. Similarly, Shum (2004) analyzes panel data on breakfast cereal purchases and measures the average switching cost incurred by households moving to other brands.
Second, some studies have looked at the importance of switching cost as a source of incumbent advantage. Looking at prices that airlines charge to different passengers on the same route, Borenstein and Rose (1994) find that the pattern of observed price dispersion cannot be only explained by cost differences. Their finding is an indirect one because the importance of switching cost as a source of incumbent advantage is obtained by observing a dispersion increase on routes subject to more competition. They conclude that this is consistent with discrimination based on customers" willingness to switch to alternative airlines. Borenstein (1991) analysis of gasoline retailing in the United States points in the direction that leaded gasoline is priced higher than unleaded because, since there are fewer stations selling it, buyers of leaded gasoline face higher costs of switching from one station to another.
Third, an extensive empirical marketing literature focus on brand loyalty (or "state dependence") which often reflects, or has equivalent effects to, switching costs; Seetharaman et al. (1999) summarize this literature.
To the best of our knowledge, the empirical literature of switching costs has not look at the issue that the arrival of new (unattached) buyers would lead to the appearance and / or success of new competitors. Thus, this becomes our contribution to the switching cost empirical literature.
Our hypothesis seems to be very well supported by the stylized fact in the period 1981-85 to 2001-05 (see Chart 1). That is, the increase in the RW imports" share concurrently occurs with a fall (rise) in the OW (NW) exports" share. However and quite on the contrary, in the period 1961-65 to 1971-75 the increase in the RW imports" share simultaneously occurs with a rise (no variation) in the OW (NW) exports" share. Thus, a quick glance at Chart 1 does not seem to suggest that the support for our hypothesis is unequivocal and obvious.
It would be in our advantage to argue that the data in the period1961-65 to 1971-75 does not really contradict our hypothesis for the following reason. The claim that during this period 10 the NW was in fact a "new entrant" to the exports market only in a potential way because its exports" share was practically nil (around 1.2%). It may have not been able to exploit this potential because of the lack of economies of scale at the industry level. Moreover, in view of the very low levels of world wine exports at the time, we could claim that the OW may have played the entrant"s role in the export market instead; its exports were increasing as a result of a surge in international trade that accompanied the postwar. Thus, we may be willing to round up by saying that a fairer empirical testing of our hypothesis should be done in a period where the incumbent is already established in the market, which only occurs at a later stage.
Nevertheless, in our econometric analysis of the following section we look at the whole period 1961-65 to 2001-05. That is, the period in which we test our hypothesis includes those initial years in which, at first glance, it seems less likely that it would hold.
Moreover, there is a historical issue that is strongly affecting the shares observed in Chart 1a.
During the first five-year periods the OW exports" share can be considered as substantially underestimated because there were large exports by the North of Africa (i.e. part of RW).
North Africa wine exports were mainly from Algeria and Tunisia, political territories of 1961-65 1966-70 1971-75 1976-80 1981-85 1986-90 1991-95 1996-00 2001-05 OW Exports Share OW+NA Exports Share
NW Exports Share
Note: OW exports" share = OW wine exports/worlds" total wine exports; OW+NA exports" share = OW+NA wine exports/worlds" total wine exports and NW exports" share = NW wine exports/worlds" total wine exports.
As it is clear by now, our main hypothesis is to show that the appearance of new buyers relatively favors new producers. However, we are aware that there are three other potential reasons that may explain the NW success relative to the OW. All these reasons, in one way or another, are obviously interrelated and can influence each other. The first one is the business and productive model implemented by the NW, which corresponds to a mass production of varietal wines, with quality consistency, obtained by large industrial enterprises with significant economies of scale. By contrast and as previously mentioned, the productive and business model implemented by the OW was characterized by a business network of cooperatives and enterprises (mostly familiar and of small and medium size). The second one is the commercial and marketing strategy implemented by the NW, leading to better consumer information of the product characteristics; i.e. wines are sold under brands with strong investments in marketing and advertising campaigns. By contrast, the commercial tradition of the OW involved an intricate system of denominations of origin, varietal and geographic areas that were difficult to understand by a novice consumer. The last potential reason is the emergence of strong governmental support in the NW during the '90s and the beginning of this century. This support, known in the specialized literature as the "National Brand Plans", had the primary aim of improving the wine export performance in the long term 3 .
Data and econometric model
The empirical analysis presented here tests our main hypothesis -i.e. the appearance of the demand coming from the RW was an important determinant of the increase in the market share of the NW relative to the one of the OW. In order to do that we use a panel of 47 geographical units (i.e. 38 countries and 9 regions) and 9 periods but, for simplicity hereafter we will refer to the geographical units as "countries". In order to test our hypothesis we run the following regression:
where the subscript and indicate the geographical unit and the period respectively while and are the random effects and the error term respectively. The choice of a random effect model is justified because, as it is clear in the equation, we have 6 time-invariant variables.
The dependent variable is "exports" share", which is defined as the country"s exports divided by the total global exports. In order to make our results as robust as possible the regression analysis will be done with two different specifications, one with the exports and imports measured in volume and the other measured in value. So whenever we mention exports or imports we will not specify whether they are expressed in volume or value until we discuss and describe the results in the following section. The independent variables and their expected effects are described below.
"OW" is a dummy variable that takes the value 1 if the country belongs to the "Old World" and 0 otherwise. "NW" is a dummy variable that takes the value 1 if the country belongs to the "New World" and 0 otherwise. The variable is defined as follows
It shows, for each period t, the sum of the net wine imports (NI) for all countries belonging to the RW divided by the world´s wine gross imports (GI) 13 . Along with two interactive effects 12 Brunei, Myanmar, Cambodia, East Timor, Singapore, Indonesia, Thailand, Laos, Vietnam, and Malaysia. 13 The reason why we use this ratio is as follows: the Net Imports (NI) of the Rest of the World (RW) is the best indicator of the RW"s demand for the wine produced in each of the "wine´s worlds". However, since the net 14 defined later, this is the most critical variable in terms of testing our hypothesis. The variable indicates the relative importance of demand from the RW, or simply the "relative demand of RW." Then, the coefficient in (1) shows the effect that the "relative demand of RW" has on the exports" share of each country belonging to RW.
The variable is the product of the variables and . As a result, the addition of indicates the effect that the relative demand of the RW has on the exports" share of each country belonging to the OW. Similarly, the variable is the product of the variables and , and the addition of indicates the effect that the relative demand of the RW has on the exports" share of each country belonging to the NW.
In the previous three paragraphs we have described the effect that has on the exports" share for each of the countries belonging to each of the "wine worlds". Clearly, the effect that has on the aggregate exports" share of each of the "wine worlds" is the addition of the effect on each of its member countries. Moreover, the addition of the aggregate exports" share of the three wine worlds must add up to zero. That is,
where , and are the number of countries in the RW, the OW and the NW respectively. Expression (3) is a restriction that has to be imposed in the regression.
The variable is the Real Market Potential; this concept is adapted from Head and Mayer (2006) and measures a country's potential access to the demand from all the other countries.
The for country is calculated as the weighted average of the GDP per capita of each country , for , where the weights are the inverse of the distance between country and each of the countries . It is expected that the exports" share of a country would be positively related to .
imports of the world total add up to zero, in the denominator of (2) we chose to include the world"s wine gross imports (GI) instead.
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To measure the impact upon wine trade produced by the considerable extensions of the European agreement, two dummy variables are added, as it is standard in the trade literature, e.g. Serrano and Pinilla (2009 Given that alcoholic beverages are not allowed in Islamic countries and that the wine has a long tradition in the Christian religion, we have added the following two variables. The variable is a categorical variable with a value of 1 for any country having more than 50% of Christian population and that is mostly governed by the laws and customs of this religion, a value of 0.5 for the Middle East 14 and a value of zero otherwise. Similarly, the variable is a categorical variable where 1 indicates that a country has more than 50% of Muslim population and is governed by the laws and customs of this 14 The decision to give a value of 0.5 to the Middle East is discretionary, but due to the fact that this region includes Lebanon and Israel, two countries with non-Muslim majorities that have developed a wine industry.
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The period 1961-65 is a special one because the large exports of Algeria (North Africa)
positively impacted the exports of RW, but Algeria was in fact a political jurisdiction of When running regression (1) we need to take into account that exports" shares frequently take a value of zero and are also bounded between zero and one. For this type of regression Wagner (2001) suggests that a generalized linear model with a Logit as a link function, as proposed in Papke and Wooldridge (1996) , is slightly more appropriate in theoretical terms than a Tobit estimation. However, given the popularity of the Tobit estimation in export studies and that the Papke and Wooldridge estimation procedure for the case of panel data
has not yet made its way into any statistical software, the former is the one adopted in this paper.
Results
In Table 1 we see the results of regression (1). In column (1) we have the specification where all the measures of wine are done in volume while in column (2) they are in value. Note: Standard errors in parentheses, *** indicates significance at 10%, ** at 5%, and * at 1%.
Specification (1) is in volume and specification (2) is in value. Regressions based on 423 observations (i.e. 47 countries and 9 periods).
We can see that our hypothesis is supported by the data in both specifications. That is, an increase in the relative demand from the RW benefits the NW relatively to the OW. In specification (2) this is the case because the coefficients , and are significant (at 1% the first two and 5% the latter) and . In specification (1) the coefficient is not significantly different from zero and so we again get that .
Two differences between the two specifications deserve special attention. The first one is that the variable NIRW has a negative and significant effect in the volume specification and a positive and significant one in the value specification. The second difference, which is the other side of the same coin, is that the variable NIRW_x_NW (NIRW_ x_OW) changes from having a positive and significant effect (being non-significant) in specification (1) to a negative and significant one in specification (2). However, given that we are controlling for many variables, no particular sign was expected for the variables NIRW, NIRW_x_NW and
NIRW_x_OW by their own. Our model only predicts that the relationships discussed in the previous paragraph should hold. In any case, these seemingly unstable effects can be explained by the combination of two things. First, as is mentioned by the wine literature and commercial studies and has been highlighted in Villanueva (2011) , some countries belonging to the RW are known to be re-exporters of wine, for example United Kingdom, United Arab
Emirates, China/Hong Kong, to only mention a few. Second, it is also the case that the wine 18 that is purchased with the aim of re-exportation is usually of a higher quality. The mentioned differences in sign and/or significance in the dummy variables OW and NW are likely being produced by the combination of these factors.
The variable RMP is non-significant in specification (1) and significant, but with the opposite to the expected sign in specification (2). The reason for this result is that many of the main wine exporters are countries located far from the importing ones; for instance, Australia, Argentina, Chile, South Africa and New Zealand in the Southern Hemisphere and the main new importing countries, for instance United Kingdom, Germany, Scandinavia and Japan in the Northern Hemisphere. In this respect we can say that the location of wine production and consequent exports was more determined by some other presumably omitted idiosyncratic factors rather than by our adopted measure of distance to potential markets.
The remaining of the control variables shows different levels of significance in the two specifications and do not deserve particular comments.
We now move to make one robustness test and subdivide the NW into two sub-worlds in order to see if our main hypothesis still holds. As it has been pointed out by Villanueva (2011) the NW is far from being a homogeneous group of producing and exporting countries.
In particular, it can be subdivided into a Latin New World (LNW), composed by Argentina, Chile, Brazil, Mexico y Uruguay and an Anglo-Saxon New World (ANW), composed by United States, Australia, New Zealand, South Africa y Canada.
It is apparent that these two groups of countries have followed different production and commercial strategies. Even though the LNW was traditionally a wine producer, the ANW has been the one revolutionizing the production process, marketing and exports. This points out to the first difference, which is the late arrival of the LNW to the world´s wine export markets. This revolution was led by Australia in the beginning of the 1980"s and followed up by the USA soon after and only adopted by the LNW in the beginning of the 1990"s. Two of its main characteristics were a large scale of production as well as a simpler marketing strategy. Moreover, by around the beginning of the 1990"s this process was complemented with a vigorous governmental support.
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Even though the LNW imitated this commercial model, it still kept some of its traditional characteristics (i.e., smaller producers, more old-fashioned systems of vineyard management and wine-making as well as higher domestic per capita consumption). Finally, it should be stressed that the ANW emergence as a producer-exporter had from the very beginning a more export-oriented conception while the appearance of the LNW was a consequence of the shrinking of the domestic market.
As a consequence of the subdivision between ANW and LNW we will have the following new variables. is a dummy variable that takes the value 1 if the country belongs to the ANW and 0 otherwise and is a dummy variable that takes the value 1 if the country belongs to the LNW and 0 otherwise. The variable is the product of the variables and and indicates the effect that the relative demand of the has on the exports" share of each country belonging to the . Similarly, the variable is the product of the variables and and indicates the effect that the relative demand of the has on the exports" share of each country belonging to the .
In Table 2 we see the results of regression (1) for the case where the NW is divided into two sub-worlds. Again, in column (1) we have the specification for volume and in column (2) the one for values. We can clearly see that our hypothesis is robust to this subdivision of the new world. In both specifications of Table 2 the coefficients of the variables NIRW x LNW and NIRW x ANW are higher than the coefficient of the variable NIRW x OW; moreover, the latter is insignificant in specification (1). As expected, given the small size of the dataset, this subdivision reduces the significance level; in particular this is the case for the significance of the interactive effects NIRW x LNW and NIRW x ANW, in both specifications, relatively to the significance of NIRW x NW in Table 1 . Note: Standard errors in parentheses, *** indicates significance at 10%, ** at 5%, and * at 1%.
Conclusions
This paper uses a new available data and is the first historical and econometric study of the world wine exports" market in the period 1961 -2005 . It looks at what has determined the performance of the New World wine producers and how their success was favored by the relative increase in the demand for wine coming from countries with little tradition of wine consumption and practically inexistent tradition of wine production.
A merit of the paper is that it makes use of a combination of two separate literatures to explore a new phenomenon, which is the rapid appearance and success of the New World wine producers. Firstly, our paper is connected to the literature about the determinants of firms" exports propensity, which has developed a widely accepted econometric approach. Our study concentrates in the analysis of a particular industry, at country level and on a historical
perspective. This marks a difference with this literature, which has mainly analyzed an aggregate of industries, at firm level and for only short periods of time.
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Secondly, our paper brings a hypothesis from a sub-field of the Industrial Economics literature that analyzes oligopolistic competition in the presence of consumers" switching cost, where incumbent firms face the threat of entrance of new competitors. Our framework has some of the features that are typical in the switching cost model-i.e., it has traditional (or established) producers, new producers and new (unattached) buyers. The specific hypothesis that we tested is that the appearance of new (unattached) buyers favors the entrance of new competitors and / or those competitors with smaller export"s share. As we already evidenced, the switching costs" empirical literature has not tested this hypothesis; hence this becomes our contribution to the switching cost empirical literature.
Finally, our paper puts forward the following future research agenda. The testing of the switching cost hypothesis can be extrapolated to other industries to see whether or not the appearance of new unattached buyers (if any) enhances the success of new producers. The feasibility of this extrapolation stems from the fact that the large expansion of exports that has occurred in the last half of the century was a worldwide phenomenon and not unique to the wine industry.
